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EXECUTIVE SUMMARY

This report presents a description of the benefit redemption behavior of food stamp and

cash assistance clients participating in the statewide electronic benefit transfer (EBT}

demonstration in Maryland. The research is based on the redemption activit',' of approxtmateb

130,000 food stamp recipients and 75,000 recipients of cash assistance during September 1993.

following full implementation of Maryland's EBT system. _ The main findings of the research are

summarized below.

Food Stamp Recipients Use the EBT System Frequently

Food stamp recipients average a bit over ten EBT transactions a month. The average

is even higher in Baltimore City (nearly 13 transactions per month, versus fewer than
eight transactions per month in both metro and non-metro counties). 2

The average number of transactions per case increases with allotment size, but at a
decreasing rate.

Non-public assistance (NPA) food stamp cases use the system considerably less
frequently than public assistance (PA) food stamp cases, but this is due to differences
in average monthly benefits.

Food Stamp Recipients Use Their Benefits Very Quickly

Statewide, nearly 23 percent of all monthly benefits are spent the day they are
disbursed. In Baltimore City, over 25 percent of benefits are spent immediately,
versus about 20 percent in both metro and non-metro counties.

Statewide, about 71 percent of food stamp benefits are redeemed within one week of
disbursement (76 percent in Baltimore City versus about 66 percent elsewhere in the
state).

1. EBT was fully implemented statewide in July 1993.

2. "Metro" counties are those within the borders of Standard Metropolitan Statistical Areas (SMSAs),
excluding Baltimore City; "non-metro" counties are all other counties.
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Average purchase amounts fall dramatically over the first week, and then tend to level
off until the end of the month. This is tree in all store types except convenience

stores. Average purchase amounts in convenience stores are relatively constant

throughout the month.

The speed at which food stamp benefits are redeemed is nearly the same regardless of
the size of the recipient's allotment. To the extent a difference exists, it appears that

recipients with small monthly allotments are more likely to retain benefits at the end
of the month.

Nearly 80 percent of all food stamp recipients completely exhaust their benefits by the
end of the month. Less than 5 percent of recipients have more than 5 percent of
benefits remaining at the end of the month.

For the recipients who do not exhaust their benefits, the average amount carried over
to the next month is $24.

Most Food Stamp Benefits are Redeemed at Supermarkets

Seventy-two percent of all food stamp benefits in Maryland are spent at supermarkets,
even though supermarkets represent only 17 percent of program-authorized stores in
the state.

Even in Baltimore City, where supermarkets represent only 6 percent of authorized

stores, recipients spend 61 percent of their benefits at supermarkets.

The average value of a purchase in a supermarket is $48, versus $21 in specialB,
stores (the store type having the next highest average purchase amount).

On any given day of the month, supermarkets' percentage of total daily food stamp
redemptions throughout the state is roughly constant. The same is true for the other

store types. Thus, there is no evidence that recipients make their big purchases at the
beginning of the month in supermarkets and then, during the rest of the month, make
smaller-value purchases at other store types.

Cash Assistance Benefits are Accessed Even More Rapidly Than Food Stamp Benefits

Cash benefit recipients average 4.6 withdrawal transactions per month, or 1.7
transactions per $100 in benefits.

Prepared by Abt Associates Inc.
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Executive Summary

Over 60 percent of all cash benefits are redeemed on the day of disbursement; 91
percent are redeemed by the end of the first week.

Baltimore City recipients access their cash benefits more rapidly than recipients in
other parts of the state.

POS Terminals Are an Important Source of Access to Cash Program Funds

Forty-seven percent of all cash program transactions (representing 27 percent of total
benefits accessed) are conducted at POS terminals. (The data do not allow one to

distinguish between cash withdrawals at POS and regular purchases using EBT
benefits.)

POS terminals are an even more important point of access in Baltimore City where,
depending on program, 55 to 61 percent of all transactions (representing 33 to 45
percent of cash benefits redeemed) occur at POS terminals.

Most cash program recipients use both ATMs and POS terminals to access their
benefits. Statewide, only 16 percent of cases use ATMs exclusively, and only 20
percent use POS terminals exclusively.

In general, the relative use of ATMs increases as their relative availability increases.
A small number of recipients use out-of-state ATMs.

Statewide, the average ATM withdrawal is about $114. The average POS

withdrawal/purchase is about $53.

Twenty-four percent of cash assistance cases had benefits remaining in their EBT
accounts at the end of the month; the average balance for this group was $35.

Prepared by Abt Associates Inc.
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CHAPTER ONE

INTRODUCTION AND DESCRIPTION OF DATA

The purpose of the Food Stamp Program (FSP) is "to permit low-income households to

obtain a more nutritious diet through normal channels of trade". 3 Yet prior to the EBT

demonstrations, information about where recipients redeem their benefits could only be tracked by

aggregate statistics showing the volume of redemptions at each type of program-authorized

retailer, or from small-sample surveys of individual recipients. Hence, it was not possible to

examine the general pattems of benefit redemption--such as the types of stores accessed, the

frequency of shopping trips, and the timing of benefit exhaustion--on a large scale at the micro

level.

With the introduction of electronic benefit transfer (EBT) systems for benefit

disbursement, detailed information becomes available about food stamp benefit redemption. For

example, instead of simply finding that 80 percent of all food stamp coupons are redeemed at

supermarkets, we can now examine how that figure varies across subgroups of the caseload, how

it varies by geographic area holding casemix constant, and how it depends on the number and

types of retailers in an area. This is because, in an EBT system, every purchase transaction is

electronically recorded within a central processing system. Hence, detailed information is

available at the case level and without the measurement error inherent in survey data,

This report examines benefit redemption data from the statewide EBT demonstration in

Maryland. EBT was fully implemented in Maryland by July 1993, to serve both the food stamp

population and recipients of cash benefit transfers (Aid to Families with Dependent Children

(AFDC) and Disability Assistance Loan Program (DALP)). The Maryland demonstration is not

the first EBT demonstration, and indeed previous demonstrations have provided information about

redemption patterns in the FSP. 4 The Maryland demonstration, however, provides the first

oppommity to analyze the redemption patterns of both the FSP caseload and the cash assistance

caseload. In addition, the State of Maryland encompasses a large caseload of varied demographic

3. The Food Stamp Act of 1977 (7 U.S.C.).

4. See Bartlett, Susan and Meg Hart (1987) and Phoenix Planning and Evaluation (1993) for evidence
from the Reading, Pennsylvania and Montgomery County, Ohio demonstrations, respectively. Appendix
Table C describes the samples of data used in those reports.



Chapter One: Introduction and Descriptions of Data

groups in varied geographic areas. This large cross-section allows us to examine the different

redemption patterns in urban and non-urban areas, and in inner-cities--areas cited bx' Congress to

be "problem" areas due to "few supermarkets. ''_

In addition to examining the distribution of food stamp redemption patterns, the

Maryland EBT system data are valuable for examining the transaction processing demands (both

spatial and temporal) that a welfare caseload places on an EBT system; this includes the demands

of both the FSP caseload and the cash benefit caseload. This report addresses both of these

analytical needs by providing a descriptive summary of EBT transactions activity.

Report Organization

Chapter Two examines five main aspects of redemption behavior in the Food Stamp

Program:

(1) Frequency and timing of food stamp redemptions throughout the disbursement
month;

(2) Average purchase amounts, overall and by time since disbursement:

(3) Distribution of purchases by store type;

(4) Timing of benefit exhaustion; and

(5) "Carryover" of benefits from one month to the next.

For each of these topics the report examines the distribution of caseload behavior, rather than

concentrating solely on average behavior.

Chapter Three is analogous to Chapter Two, but examines the cash redentption behavior

of AFDC and DALP recipients. This chapter examines:

5. U.S. House of Representatives, hearing of the Committee on Agriculture, "Ensure Adequate Access to
Retail Food Stores by the Recipients of Food Stamps and to Maintain the Integrity of the Food Stamp
Program," November 4, 1993.
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2



Chapter One: Introduction and Descriptions of Data

(1) Characteristics of the caseload: the mix of the cash benefit caseload according to the
size of allotment, receipt of food stamp benefits in addition to cash benefits, and
timing of disbursements;

(2) Frequency and timing of cash withdrawal transactions throughout the disbursement
month;

(3) Average withdrawal amounts, overall and by time since disbursement; and

(4) Number of transactions and average withdrawal amounts, by location (i.e., ATM
versus POS device).

The following section describes the transactions data and the types of FSP-authorized retailers A

detailed description of our processing methods appears in Appendix A.

In addition to analyzing the redemption behavior of the Maryland caseload, we are able

to match the actual transactions activity of a sample of recipients to survey data that were collected

as part of the evaluation of the expanded EBT demonstration. Although a full analysis of these

matched data is beyond the scope of this report, we have done some simple comparisons of the

actual redemption behavior with reported shopping pattems. This analysis of the reliability of

survey responses is included as Appendix B.

Description of Data

We obtained a file from Deluxe Data Systems of all transactions processed through the

Maryland EBT system during the period from mid-August 1993 through October 1993. Deluxe

Data Systems provides the central processing services for the Maryland EBT system For reasons

detailed in Appendix A, this report examines transactions activity in the September disbursement

month only. For each case, the disbursement month is measured as the period beginning on the

day the September allotment is received, and ending on the day prior to receipt of the October

allotment.

The entire Maryland EBT caseload of food stamp and cash benefit recipients consists of

approximately 170,000 cases. One calendar month of transactions activity contains approximately

three million records. We processed these data to obtain a separate food stamp redemption history

and cash benefit withdrawal history for each case. Figure 1.1 shows the distribution of the number

Prepared by Abt Associates Inc.
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Figure 1.1

Distribution of EBT Transactions Per Case
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Chapter One: Introduction and Descriptions of Data

of food stamp purchase transactions and cash benefit withdrawal transactions per case dunng

September 1993. Appendix A contains a detailed description of the content of the transactions file

and the methods that we used to process these dam

All of the analyses presented in this report correspond to the September 1993

disbursement month. The regular disbursement cycle is staggered over two three-day periods: the

first, second, and third days of the month for cash benefits; the fifth, sixth, and seventh days for

food stamp benefits. Because we analyze transaction activity in the disbursement month, we

essentially align the transaction activity of each case to correspond to a "days since disbursement"

time line; this smoothes over the calendar day variations that are due solely to the three-day

disbursement cycle,

In addition to the regular disbursement cycle, both food stamp and cash benefit

disbursements may occur throughout the month to new cases or on an emergency basis. New

cases receive prorated benefits according to the number of days remaining in the disbursement

cycle; cases receiving emergency benefits are observed to receive both a "regular" disbursement

and a supplementary disbursement. In order to simpli_, the analysis, we restrict the sample to

cases receiving only a "regular" disbursement in both September and October? This excludes

newly-opened cases; cases that, in September, were about to close: and cases thai rece_xed

supplementary benefits in addition to a regular disbursement. 7 This simplification allows us to

examine variations in transaction behavior without having to control for caseload heterogeneity--

arising from differences in number of disbursements and length of disbursement month--that

would otherwise be present in the data.

6. That is, we select cases that received regular cash benefit disbursements on the first, second, or third
days of both months, or food stamp disbursements on the fifth, sixth, or seventh days of both months.

7. We could only identify ongoing cases based on the date of benefit disbursement. Therefore, it is
possible that we have included new cases that happened to enter the caseload at the beginning of thc
month.

Prepared by Abt Associates Inc.

4



Chapter One: lntro&tction and Descriptions of l)atct

Table 1.1 describes the composition of the entire caseload in terms of the timing of

disbursement in September 1993. Ninety percent of the September food stamp caseload received

a single monthly disbursement on one of the regular disbursement dates (the fifth, sixth, or seventh

days). Of those regular cases, 97 percent redeemed at least some of their benefits during the

calendar month. In contrast, of the food stamp cases receiving an "irregular" disbursement, 88

percent redeemed benefits during the calendar monthfi Less than 2 percent of cases received

supplementary benefits in addition to their regular disbursement.

Cash benefit cases are characterized by a lower percentage of "regular" disbursements

compared to food stamp cases. Much of this difference is due to the disbursement of the child

support bonus (98.4 percent of cases received the bonus on the 21st of the month: nearly all of the

remainder received the bonus on the first day)? Cases receiving the bonus in addition to a regular

disbursement are considered "regular" cases for purposes of inclusion in our analysis sample.

All tables in this report are based on either the entire caseload (column 1) or cases with a

"regular" disbursement (column 5). The sample used for analysis (column 5) represents 81

percent of all food stamp cases, and 90 percent of all cases with a regular disbursement in

September (the remaining 10 percent of regular cases either did not receive an October

disbursement or did not redeem any benefits in September). The analysis sample of cash benefit

recipients (column 5, lower panel) represents 71 percent of all cash benefit cases, and 85 percent of

all cases with a regular disbursement in September.

8. "Irregular" benefits received at the end of the disbursement month might be more subject to "s_Jxm_2"
behavior--i.e., accumulation of benefits across disbursement periods. This is because the time bern:CCh
disbursements is short (irregular disbursements to newly-opened cases are subsequently followed bx'
"regular" disbursements), and because the irregular disbursement may be prorated. In addition, we ma)'
observe what appears to be "saving" behavior if recipients are slow in learning to use their EBT card.
Hence, we make the distinction between "regular"disbursement cases and "irregular" disbursement cases.

9. The maximum child support bonus is $50; 90 percent of all bonus disbursements in the September
calendar month were for the maximum amount.

Prepared by AbtAssociates Inc.
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Table 1.1

MARYLAND CASELOAD COMPOSITION

Cases Receiving a Disbursement in September 1993

Cases with Transactions Analysis Sample
Total Cases in September (Regular disbursement

in Sep. and Oct. I

Number Percent Number Row Percent Number Percent of (11
(1) (2) (3) (4) (5) (6)

Food Stamp Cases

Total 159,054 100.00% 153,039 96.22%

Regular Disbursement Only* 143,718 90.36 139,345 96.96 129,594 90.17%

Irregular Disbursement Only 13,216 8.31 11,602 87.79
Regular + Supplement 2,120 1.33 2,092 98.68

Cash Benefit Cases

Total 104,180 100.00% 100,553 96.52%

Regular Disbursement Only* 76,335 73.27 74,599. 97.73 64,294 84.23%
Regular + Child Support Bonus 11,678 11.21 11,365 97.32 10,163 87 03%
Irregular Disbursement Only 7,235 6.94 6,504 89.90
Regular + Supplement 5,570 5.35 5,463 98.08
NPA-CSOnly** 3,362 3.23 2,622 77.99

Source: Maryland EBT Transactions Log from Deluxe Data Systems, September 1993 disbursement month.

*Regular" Food Stamp disbursements are issued on the 5th,6th, 7th of the month; "regular" cash benefits
disbursements are issued on the 1st, 2nd, 3rd of the month. Column (5) is a subset of column (3).

Prepared by Abt Associates Inc.



Chapter One: Introduction and DescrtPttons _['l)ttttt

Food Stamp Program-Authorized Retailers

Food stamp benefits may be redeemed at a variety of locations for food items for home

preparation and consumption. Authorized retailers include supermarkets, small and medium

grocery stores, specialty food stores (e.g., produce and seafood stores), convenience stores, and

certain stores that sell a variety of merchandise, including food. In addition, elderly and disabled

recipients may redeem food stamps for home-delivered meals, and homeless recipients may

redeem food stamps for prepared meals at shelters.

We identified "store type" based on a listing of FSP-authorized retailers obtained from the

Food and Consumer Service's (FCS) Minneapolis Computer Service Center. l° Table 1.2 lists the

types of authorized redemption locations in Maryland and the aggregate volume of food stamp

transactions and purchase mounts at each type of location dunng the September disbursement

month. _! Throughout this report we concentrate on the four main retailer types (supermarkets.

grocery stores, specialty stores, and convenience stores), and group all other redemption tocations

in the "other" category. The one modification that we make to the FSP "store type" categorization

is that we group "combination grocery and gas" and "combination grocery and merchandise"

locations together with "convenience stores'?

10. Store type is self-reported by the retailer at the time of application to the FSP.

11. The redemption numbers are based on aH food stamp cases redeeming benefits in September, not
just those in the analysis sample.

12. This categorization is similar to that used in the evaluation's final report (and prcvioas t'.'I3T
evaluations). In past reports, "grocery stores" and "specialty stores" have been grouped togcthcr as
"grocery stores."

Prepared by Abt Associates Inc.
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Table 1.2

FSP-AUTHORIZED RETAILERS IN MARYLAND

Purchase Transaction Volume

Number of Locations Number of Transactions Dollars Redeemed

Number Percent Number Percent Amount Percent

Supermarket (SM) 547 16.9% 723,222 43.8% 20,219,786 71.8%

Small/Medium Grocery (GS) 800 24.7% 465,196 26.2% 2,920,515 10.4%

Specialty Food (SF) 314 9.7% 132,647 8.0% 2,654,407 9.4%

Convenience Stores:

Convenience Store (CS) 971 30.0% 184,915 11.2% 997,501 3.5%

Comb. Groc/Gas (CG) 42 1.3% 12,904 0.6% 49,723 0.2%

Comb. Groc/Merchandise (CM) 40 1.2% 6,018 0.4% 48,710 0.2%

Other Stores:

Total 445 13.6% 124,715 7.6% 1,253,949 4.5%

Alcoholic Treatment (AT) 3 0.1% 81 0.0% 7,642 0.0%

Non-profit Coop (BC) 13 0.4% 795 0.0% 14,161 01%

Bread Route (BR) 6 0.2% 914 0.1% 17,693 0.1%

Comb. Groc/Bar (CB) 10 0.3% 2,053 0.1% 14,380 0.1%

Other Combination (CO) 139 4.3% 52,047 3.2% 510,264 1 8%

Comb. Groc/Restaurant (CR) 59 1.8% 22,363 1.4% 200.071 0 7%

Drug Addict Treatment (DT) 1 0.0% 9 0.0% 1,057 0 0%

Farmers Market (FM) 12 0.4% 3,614 0.2% 82,973 0 3%

Group Living Arrangment (GL) 1 0.0% 10 0.0% 923 00%

Health/Natural Food (HF) 29 0.9% 852 0.1% 15,779 0 1%

Homeless Meal Provider (HP) 1 0,0% 5 0.0% 300 0.0%

Military Commissary (MC) 8 0,2% 373 0.0% 27,377 O.1%

Non-profit Meal Delivery (ND) 3 0.1% 13 0.0% 240 0.0%

Non-profit Communal Dining (NP) 4 0.1% 5 0.0% 202 0.0%

Other Firm (OF) 60 1.9% 20,134 1.2% 143,042 0.5%

Other Route (OR) 26 0.8% 2,110 0.1% 53,849 0.2%

Produce Route (PR) 7 0.2% 110 0.0% 6,117 0.0%

Produce Stand (PS) 52 1.6% 18,527 1.1 % 134,080 0.5%

VVholesaler 0ACH) 11 0.3% 700 0.0% 23,800 0.1%

Unknown* 74 2,3% 1,737 0.1% 4,166 0.0%

All Locations 3_233 100.0% . 1r651r354 100.0% 28_148r755 100.0%

Source: FCS Minneapolis Computing Service Center and Deluxe Transactions Log File. Number of retailers includes
authorized retailers at which no redemptions occurred in September 1993. Excludes transactions made in 39

out-of-state stores which accounted for 0.3% of transactions and 0.5% of food stamp dollars redeemed.

* Unknown store type is due to the presence of newly authorized retailers in the transactions database that coul0 not

be matched to the master list of retailers from the Minneapolis Computer Service Center

PreparedbyAbtAssociates/nc.



CHAPTER TWO

FOOD STAMP BENEFIT REDEMPTION PATTERNS

This chapter presents a description of food stamp recipients' redemption behavior. The

main purpose is to examine the heterogeneity within the caseload with respect to the frequency of

benefit redemption, average purchase amounts, location of benefit redemption (i.e., types of

stores), and speed of benefit exhaustion. For example, the variation with respect to location of

benefit redemption (i.e., store types) provides some evidence of the variation in access to different

types of authorized food stamp retailers. In addition to the behavioral implications, the simple

pattems of benefit redemption--in terms of the volume and timing of redemption transactions--

provide information about operational requirements and peakload capacity requirements that may

be useful for the general planning purposes of future EBT systems. ]3

Food stamp recipients in Maryland made over 1.3 million EBT purchases in September

1993, spending over $23.5 million in benefits. Figures 2.1 through 2.3 display the main

characteristics of these food stamp redemptions: most redemption activity (in terms of both

transactions and dollars redeemed) occurs early in the disbursement month; the majority of both

transactions and purchases occur at supermarkets; and average purchase amounts at all store types,

except convenience stores, fall precipitously during the first week after disbursement and then

level off. TM Somewhat surprisingly, Figure 2.4 shows that the distribution of both transactions and

dollars redeemed across store types remains fairly constant throughout the disbursement month.

One would have expected the opposite if, for example, a majority of recipients redeem the bulk of

their benefits during a supermarket trip early in the disbursement month and then shop aL smaller.

more accessible stores later in the month.

13. Throughout this chapter, the term "transaction" refers to redemption transactions and does not
include food stamp refunds, balance inquiries, or rejected or reversed transactions.

14. Recall that by examining a disbursement-month time line, instead of the calendar month, we have
smoothed over day-of-the-week variations. Even on a calendar timeline, however, these data do not
display the Saturday peaks that were found in the Reading and Ohio demonstration data. This may be
because the disbursement dates (fifth-seventh) fell on Sunday-Tuesday in September 1993.
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Figure 2.2

Share of Monthly Transactions and Purchases By Store Type

100%......

80%....

60%-

40% -

20% -

0%- _ r
Supermkts Specialty Other

Grocery Convenience

I # Transactions $ Purchases

Prepared by Abt Associates Inc.



Fiaure 2.3

Average Purchase Amount at Supermarkets
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Figure 2.4

Percent of Food Stamp Transactions
By Store Type

100%-

80%
f_3
¢::
o

m 60%

t--.,.,40% __l_J_+_a--°--_B _
ID
8
O_ r --4 _ .... .---.____ .... + _4

2O% I

1 8 15 22 29

Days Since Disbursement

--e-- supermkt - , grocery -o-.. specialty convenience

Percent of Food Stamp Dollars Redeemed
By Store Type

100%

80% ' -
ID
ID

n,' 60%

(I0

n
'_ 400/.
r-
ID

ID
20%

00/0 I I a I I r / I I I I ! I _ i I I I I : I _' 1
8 15 22 29

Days Since Disbursement

-.e-- supermkt , grocery o... specialty · _ convenience



Chapter Two: Food Stamp Benefit Redemption Patterns

Table 2.1 provides a detailed description of redemption activity in Maryland in

September 1993. The distribution of the caseload and redemption characteristics are shoxvn l'or

each county and by the metropolitan/non-metropolitan breakdown of the caseload. _' Over $23

million of food stamp benefits were issued in September to the analysis sample; nearly halt' of that

was disbursed in Baltimore City, so statewide statistics are heavily dominated by the characteristics

of the most urban population of recipients. The table shows that, on average, recipient households

make a little over ten purchase transactions per month, or about seven transactions per $100 of

benefits. The average purchase amount over the entire month is about $18. Recipients in

Baltimore City, on average, make more transactions for smaller purchase amounts than recipients

in the rest of the state.

The far right columns of Table 2.1 show the speed of benefit exhaustion; this essentially

translates the "volume of redemptions per day since disbursement" (Figure 2.1) into statistics that

characterize case-level behavior. The average recipient spends 23 percent of his or her allotment

on the day of disbursement, and 70 percent by the end of the first week; halfway through the

month, the average recipient has exhausted nearly 90 percent of'his or her benefits. The pattern of

benefit exhaustion does not vary greatly across counties. Below we explore other sources of

heterogeneity.

Redemption Behavior by Case Type, Location, and Allotment Size

Tables 2.2 through 2.4 show how redemption behavior varies with the mix of the

caseload. These tables contain information for subgroups defined by: (1) type of welfare case

(FSP only, FSP plus AFDC cash benefits, and FSP plus DALP cash benefits); (2) location; and (3)

size of monthly allotment. For "location", we categorize recipients according to whether they

reside in a "metro" county (i.e., a county within the boundaries of an SMSA, excluding Baltimore

City) or a "non-metro" county (i.e., outside an SMSA), or whether they reside in Baltimore City.

15. "Metro" counties are those within SMSA borders, excluding Baltimore City: "non-metro" counties
are all other counties.
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